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Meccano, Limitep v. JoHN WanaMAKeErR, New York 
(250 Fed. Rep. 450) 


United States Circuit Court of Appeals 
Second Circuit, April 15, 1918 


Unrair CompeTition—Imitation oF StrucruraL ELEMENTS. 

Where the patent under which a mechanical toy is made has been 
held to be invalid, similarity of another device in its structural ele- 
ments, and resulting similarity in the plates and instructions accom- 
panying them, the competing device being sold under a different name, 
does not constitute unfair competition. 

Appeal from an order of the United States District Court, for 
the Southern District of New York, granting a preliminary injunc- 
tion. Reversed. For the opinion of the Court below, see 7 T. M. 


Rep. 62. 


J. Chester Johnson and Pliny W. Williamson, both of New 
York City (H. A. Toulmin, of Dayton, Ohio, of counsel), 
for appellant. 

Ralph L. Scott, of New York City (H. R. Lewis, of James- 
town, N. Y., of counsel), for appellee. 


Before Warp and Rogers, Circuit Judges, and LearNnep Hanp, 
District Judge. 


Warp, Circuit Judge: The bill in this case charges the de- 
fendant, which is a seller only: First, with infringement of United 
States letters patent No. 1,079,245 for perforated plates to be used 
in constructing working models in toys; second, for infringement of 
the manuals of instruction as to making toys out of the perforated 
plates in connection with angle pieces, wheels and fastening devices, 
sold with each outfit copyrighted, one on June 22 and the other on 
August 14, 1911; third, with unfair competition in connection with 
the sale of the American Model Builder outfits. A similar bill was 
filed in the Western Division of the Southern District of Ohio 
against the manufacturer of the American Builder outfit and its 
Eastern sales agents who supplied the present defendant with it. 
It was so proceeded in that case that the patent was held valid and 


infringed, the copyrighted manuals infringed, and the defendant 
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guilty of unfair competition. The opinion is reported in (D. C.) 
234 Fed. 912 [6 T. M. Rep., 487]. The District Judge, following 
very naturally the adjudication of the District Court in Ohio, 
granted a preliminary injunction, and this is an appeal from that 
order. 

Upon appeal to the Circuit Court of Appeals in the Ohio case 
the decree was reversed so far as it held the patent valid, and 
affirmed as to copyright infringement and unfair competition. It 
is reported in 246 Fed. 603, 158 C. C. A. 573. 

We concur fully with the opinion of the Circuit Court of Ap- 
peals for the Sixth Circuit as to the invalidity of the patent, and 
think it unnecessary to do more than to refer to it on that point. 

To justify a preliminary injunction on the other grounds the 
case ought to be very clear. Wright Co. v. Herring-Curtiss Co., 
180 Fed. 110, 103 C. C. A. 31. Upon the question of copyright in- 
fringement and unfair competition, we think the case not clear. The 
District Judge said: ‘ 


“I do not think the books containing plates or the covers or other 
ornamentation of the catalogues of the defendant are sufficiently similar to 
those of the complainant to mislead the public, but the appearance of the 
plates themselves and the system of construction have been so deliberately 
taken from the complainant that they are misleading, and come within the 
decisions of Enterprise Co. v. Landers [C. C.] 131 F. R. 240; Yale & Towne 
Co. v. Adler, 154 F. R. 37 [83 C. C. A. 149]; Rushmore v. Manhattan 
Works, 163 F. R. 939 [90 C. C. A. 299, 19 L. R. A. ( N. S.) 269]; Presto-O- 
Lite Co. v. Davis, 215 F. R. 349 [131 C. C. A. 491, 4 T. M. Rep. 419].” 


The complainant cannot obtain a monopoly for all time of per- 
forated plates of the lengths having equidistant holes and inter- 
vening spaces which it first used. These are functional features of 
the units of construction which any one is at liberty to use. Of 
course it cannot claim a monopoly of constructing the particular 
models or toys which it has made, as, for example, wheelbarrows, 
bridges, cranes, Ferris wheels, trucks, ete. 

Assuming that the public associates plates of this description 
with the complainant as a source, and that there is likely to be con- 
fusion because of similarity of the outfits, it is a question whether 


it is entitled within the decision of the Supreme Court in Singer Co. 
v. June, 163 U. S. 169, 16 Sup. Ct. 1002, 41 L. Ed. 118, to more 
protection than that outfits made by others should be advertised and 
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sold as the product of the makers under names and in packages 
which do not simulate the complainant’s. This is true of the outfits 
which the defendant sells. The name of the complainant’s is 
“Meccano” and of those sold by the defendant “American Model 
Builder.” They are advertised as made by the American Mechan- 
ical Toy Company, and sold in dissimilar packages. So in the nature 
of things, the constructing elements and the things constructed being 
the same, the plates illustrating them and the instructions contained 
in the manuals furnished with the two outfits must be more or less 
alike. All that should be required of other makers is to do inde- 
pendent work. 

When it comes to the charge of actually palming off, the evi- 
dence is insufficient to justify a preliminary injunction. The de- 
fendant has of course the right to sell as much as it can of the out- 
fit which gives it the greatest profit, and to press that outfit upon 
its customers as against the other. The testimony of Patterson, 
one of the defendant’s employees in Philadelphia, on which the 
complainant relies, goes no further than this. As to the Koenig 
sale in Philadelphia in 1912 and the Scott and Lewis incident in 
New York in 1916, it is to be observed that in each case the pur- 
chaser asked for the American Builder models and got them. In 
the former case it is said the salesgirl described the American 
Builder as the new “Meccano” to Koenig, and in the latter the 
salesgirl perhaps by an error in the sales slip described it as 
“Meccano.” The American Model was not palmed off on the 
purchaser as the Meccano in either case. 

The order is reversed. 


Learnep Hanp, District Judge (dissenting): The plaintiff, 
by the Ohio decree which has been affirmed, has now established its 
right to terminate Wagner’s competition. The decree not only 
creates this right, but imposes an obligation upon Wagner with the 
usual sanctions. Wanamaker now knows of the decree, for the 
plaintiff has laid it as part of the gist of this suit, as the basis of 
its relief herein. Whenever in the future Wanamaker orders toys 
from Wagner it will solicit a sale which is in direct violation of the 
decree. If the order be given within the territory of the Ohio 
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court it will be a contempt of the decree, as well as Wagner’s sale. 
Outside of that territory it will be no less a violation of the rights 
of the plaintiff, quite independently of how we might ourselves 
view the transactions out of which the Ohio decree proceeded. I 
apprehend that it makes no difference whether the obligation which 
a third party procures the obligor to violate be created by judg- 
ment or by contract; any one who contributes to that violation com- 
mits a tort. As to the toys which it buys of Wagner, Wanamaker, 
therefore, will commit such a tort against the plaintiff in the future, 
and should be enjoined, regardless of what relief we might have 
given the plaintiff upon the same state of facts. 

Of course, as we held in the earlier case, Wanamaker must 
have its day in court upon its own right to make and sell the toys 
or to buy them of others. The Ohio decree is in no sense an estoppel 
against Wanamaker, and we may not enjoin it on the principle of 
an estoppel; it has never been heard, and it must have its hearing. 
But so far as the facts appear at present it is only buying its toys 
of Wagner, and I think the plaintiff has established its right by the 
mere force of that decree to prevent Wanamaker from inducing 
Wagner to violate it. This question we reserved in the earlier deci- 
sion, it comes up now and cannot be avoided; I would solve it in 
the plaintiff’s favor. 

Kessler v. Eldred, 206 U. S. 285, 27 Sup. Ct. 611, 51 L. Ed. 
1065, is a case of somewhat the same character. There Eldred, a 
patentee, sued Kessler, who succeeded on the issue of noninfringe- 
ment. Later he sued one of Kessler’s customers in another district, 
and Kessler was forced to intervene and protect him. While that 
suit was pending Kessler sued Eldred to procure a general injunc- 
tion against him from litigating again the issues determined between 
them in the original suit and the court enjoined Eldred. It seems 
to me there is no substantial difference between Kessler’s right in 
that case, which was his “good-will” (“wniversitas”), and the 
specific right established in this case in the plaintiff’s favor against 
Wagner. 


I dissent. 
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M. B. FAHEY TOBACCO CO. V. SENIOR, ET AL. 


M. B. Faney Tosacco Co, v. SENIOR, ET AL. 
United States Circuit Court of Appeals 
Third Circuit, July 27, 1918 


1. Trape-Mark—NameE AND Portrait. 
The name and portrait of an individual, constitute a good and 
valid trade-mark. 
2. INFRINGEMENT—ACCOUNTING OF PRoFITs. 
In a suit for trade-mark infringement, the plaintiff, who obtains 

a decree, is entitled to recover profits and is not confined to the re- 

covery of damages. 

Cross appeals from a decree of the United States District 
Court for the Eastern District of Pennsylvania, in favor of com- 
plainant. Affirmed on defendant’s appeal. Reversed and modified 
on plaintiff's. 

For opinion of the court below, see 8 T. M. Rep., 197. 


Trevor T. Matthews, for plaintiff. 
John J. Bollinger and George H. Stein, for defendants. 


Before Burrinaeton, McPuHerson and Woottey, Circuit 
Judges. 


McPuerson, Circuit Judge: In this suit, brought by the 
M. B. Fahey Tobacco Company against Joseph Senior and H. N. 
Heusner, the company charged unfair competition and the infringe- 
ment of a trade-mark. The principal question was the ownership 
of the device, Heusner asserting that he and not the company was 
the exclusive owner, and on this ground asking in his answer for 
affirmative relief. On the charge of unfair competition the district 
court found in favor of the company, but seems to have held—the 
opinion leaves us in doubt on this point—that the device in ques- 
tion was not a trade-mark and to have decided for this reason that 
the company could not recover profits, but was confined to damages. 
Each party has appealed from the decree, and as the whole dispute 
has been argued before us we incline to dispose of it at this stage 
of the controversy, although the account has not yet been taken. 
The hearing was in open court and the facts are fully stated in 
Judge Bradford’s opinion, 247 Fed. Rep. 809 [8 T. M. Rep. 197]. 
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The evidence relating to the ownership of the device is con- 
flicting, and we have considered it with attention, but without see- 
ing reason to interfere with the findings below. We accept the 
conclusion of the learned judge that M. B. Fahey in his lifetime was 
the owner of the device and that the company has succeeded to his 
right. And we also agree, (1) that the company was not so far 
privy to the proceeding in the York county court as to be bound 
now by the decree of that tribunal under the rule of res judicata; 
and (2), that under the facts proved the doctrine of clean hands 
does not prevent the company from recovering in this action. But, 
if the opinion below is to be understood as deciding that the device 
is not a trade-mark, and that the company is therefore confined to 
the recovery of damages for unfair competition, we cannot agree 
with that part of the decision. 

The distinctive feature of the device is the reproduction of 
Fahey’s photograph. This is coupled with his name—‘Fahey’s” 
Special (cigar), Havana Filler—and we think the words and the 
picture taken together lack no element of a valid trade-mark. The 
device is arbitrary, not descriptive or generic and points unmistak- 
ably to a particular individual as the source of the goods, giving 
not only his name but his features also, so that no other “Fahey” 
is likely to be confused with the original of the picture. We do 
not wish to add another to the elaborate discussions of this general 
subject with which the reports abound and shall therefore refer 
merely to Hopkins on Trade-marks (3rd Ed.), secs. 64 and 72, 
and 38 Cyc. 695 et seq. and cases cited. An English decision in 
point is Rowland v. Mitchell (1897), 1 Ch. Div. 71, Law Times 
Rep., vol. 85 N. 3, 498. 

Moreover, in addition to the general rules governing the sub- 
ject, the act of February 20, 1905, has declared in sec. 5 that “‘no 
mark by which the goods of the owner of the mark may be distin- 
guished from other goods of the same class shall be refused registra- 
tion as a trade-mark on account of the nature of such mark unless” 
the mark falls within either of two described classes. The first 
class is not relevant, and the second class by plain implication 
allows the registration of an individual’s name if the name be asso- 
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ciated with his portrait (a condition that is fulfilled in the present 
case), merely requiring the individual’s written consent to such use 
of his portrait, a further requirement that was also fulfilled. No 
question is now presented under the Act, but Congress has plainly 
declared its will concerning devices like that now involved, Davids 
Co. v. Davids Mfg. Co., 283 U. S. 461 [4 T. M. Rep. 175]. 

Therefore, since the defendants have infringed the plaintiff's 
trade-mark, profits as well as damages are recoverable and the de- 
cree should be modified accordingly; Hamilton Shoe Co. v. Wolf 
Bros., 240 U. S. 251 [6 T. M. Rep. 169]; Hanover Co. v. Metcalf, 
240 U. S. 403 [6 T. M. Rep. 149]. 

We therefore affirm the decree on the defendants’ appeal and 
reverse it on the plaintiff's appeal with instructions to modify it in 
accordance with this opinion. 


Detroit SHowcase Co. v. KAWNEER Mra. Co. 
(250 Fed. Rep. 234) 


United States Circuit Court of Appeals 
Sixth Circuit, April 5, 1918 


1, Uwnrarr Competition—J URISDICTION. 

In a suit for patent infringement and unfair competition, when 
the patent is held valid and infringed, features of unfair competition 
arising out of the infringement may be included in an accounting for 
profits or damages, although the parties are citizens of the same state. 
When the patent is held not to be infringed and the parties are citizens 
of the same state, the federal court is without jurisdiction of a cause 
of action for unfair competition arising out of the sale of the alleged 
infringing article. 

2. Trapve-Marx—Descriptive Term. 

The term “Almetal” as applied to a metal store front structure 
is descriptive, and cannot be protected as the exclusive property of its 
originator, where it is not shown that the word has acquired a second- 
ary meaning, to indicate his product. 


Appeal from a decree of the United States District Court, 
Eastern District of Michigan, in favor of plaintiff. Reversed in 


so far as relates to issues of unfair competition. For the opinion 
of the Court below, see 7 T. M. Rep. 297. 
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Pagelsen & Spencer, of Detroit, Mich. (Leo M. Butzel, of 
Detroit, Mich., on the brief), for appellant. 

W.R. Lane and Clarence J. Loftus, both of Chicago, IIl., for 
appellee. 


Before KNapren and Denison, Circuit Judges, and Sater, 
District Judge. 


Knappren, Circuit Judge: Suit for infringement of United 
States patents No. 852,450, May 7, 1897 and No. 860,150, July 16, 
1907, both to Francis J. Plym, and for alleged unfair competition 
in connection with the making, selling and using of the alleged in- 
fringing devices. The District Court found both patents valid and 
infringed and also found for complainant on the issue of unfair 
competition. 240 Fed. 737. This is an appeal from the inter- 
locutory decree for injunction and accounting on both features of 
the case. 

* * * * * 

3. Unfair Competition. The basis of this charge, broadly 
speaking, is that plaintiff and its predecessor were the first to make 
an all-metal store front construction, the nearest approach in the 
prior art being metal covered wood; that the all-metal construction 
is lighter, more artistic, and more easily set, and furnishes greater 
assurance of protection against breakage of the glass, while securing 
ventilation, drainage and other desirable features; that for its 
product plaintiff adopted new, original and artistic designs, also 
standardizing sizes—featuring in its advertising the all-metal char- 
acter; that plantiff’s manufactures were received by the trade with 
great favor and have established a high reputation; that defendant 
has unnecessarily and intentionally copied plaintiff's designs, as 
respects non-functional features, not only in sash rails, divisions and 
corner bars and other parts of a store front, but also the store front 
as a whole, to such an extent as to make it impossible for the ordin- 
ary purchaser to distinguish between plaintiff's and defendant’s 
manufacture, both as to completed structure and separate parts; 
that defendant is using the word “Almetal” as a trade-name for its 
product, and that, while defendant’s name is placed on entire corner 
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and division bars as manufactured, it does not appear often enough 
to be always found on shorter pieces sold to the trade. The decree, 
as respects unfair competition, restrains defendant— 


“from making, selling, or in any manner using defendant’s ‘Almetal’ store 
front constructions, or parts thereof, or any other construction which in its 
shape, design, external appearance, and distinctive features, or details are 
like those heretofore sold by the plaintiff [illustrated by its catalogue ‘Model 
of Complete Construction’], or so similar to said construction that the 
ordinary purchaser would be likely to be deceived into purchasing store 
front constructions, or parts thereof, of the aefendant’s manufacture as 
for those of the plaintiff, and from advertising the same in any way either 
directly or indirectly, and from advertising or using as a trade-mark, 
trade-name, or distinctive feature the word ‘Almetal,’ or any word of 
similar or like import, in connection with the sale of store front con- 
structions or parts thereof.” (Italics ours.) 


Appellant challenges jurisdiction over this branch of the case 
because of the lack of diversity of citizenship and the fact that the 
suit for unfair competition is not of a federal nature. While the 
authorities are not uniform, we have held’ that, where a patent has 
been held valid and infringed, the unfair competition feature arising 
out of that infringement may be included in an accounting for 
profits and damages, although the parties are citizens of the same 
district. K-W Ignition Co. v. Temco Co., 243 Fed. 588, 591, 156 
C.C. A. 286. The court below, having found both patents valid and 
infringed, had jurisdiction to consider the question of unfair com- 
petition as directly incident thereto; we think jurisdiction still 
exists with respect to the sash rail patent which we have held valid 
and infringed. But as to defendant’s sash rail construction, con- 
sidering it now independently and not as a part of a complete 
window front structure, we think it not the subject of damages for 
unfair competition; that is, of damages beyond those resulting from 
the mere fact of infringement, and because of the apparent lack 
of unnecessary and intentional imitation of plaintiff’s design. De- 
fendant’s gutter rail is not ornamental; its features are merely 
those of utility. It seems to us no more like plaintiff's than con- 
sistent with efficiency of function alone. The retaining strip of 
both plaintiff and defendant take the form of moldings in common 

* Citing Leschen Rope Co. v. Broderick, 201 U. S. 166, 172, 26 Sup. Ct. 


425, 50 L. Ed. 710; Ludwigs v. Payson Mfg. Co. (C. C. A. 7) 206 Fed. 60, 
65, 124 C. C. A. 194 [7 T. M. Rep. 47] and other cases. 
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use. The types of moldings are, however, noticeably different; in 
other words, we find no closer imitation than would naturally be 
involved in the construction of the sash rail in such a way as to 
appropriate plaintiff's patent thereon. 

We think, also, that no sufficient basis appears for restraining 
the use of defendant’s trade-name “Almetal” (not trade-marked) 
as applied to the sash rail, considering it independently, and not as 
a part of a complete store front structure. The name itself is 
purely descriptive; it does not of itself indicate origin. Plaintiff 
would not originally have been entitled to protection had it adopted 
it. In fact, it was never formally adopted by plaintiff as either a 
trade-mark or a trade-name. Plaintiff is thus not entitled to pro- 
tection, unless the name has been so used as to have acquired a 
secondary meaning, as indicating plaintiff's product. Kellogg Co. 
v. Quaker Oats Co., (C. C. A. 6) 235 Fed. 657, 149 C.C. A. 77 [6 T. 
M. Rep. 537], and cases cited. But such, we think, is not fairly 
shown to be the case here, at least as applied to the sash rail treated 
by itself. True in plaintiff’s earlier publications considerable stress 
was laid upon the fact that its construction was all metal. That was 
at least one of its attractive features; and while in the later cata- 
logues the fact of the construction being all metal is mentioned, it has 
been made less prominent. The testimony that the trade regards 
the words “Kawneer” and “all metal” as synonomous comes only 
from interested witnesses, and so far as it applies to the sash rails, 
considered by themselves, is not persuasive, especially in view of the 
manufacture of all-metal sash rails for several years past by others 
than plaintiff. The District Judge did not regard the use of the 
word “Almetal” as infringing any trade-mark of plaintiff, but only 
as one of the “straws” indicating unfair competition. While the ex- 
istence of a valid trade-mark is not essential to a right of action for 
unfair competition (Samson Works v. Puritan Mills [C. C. A. 6] 
211 Fed. 603, 608, 128 C. C. A. 208, L. R. A. 1915 F 1107 [4 T. M. 
Rep. 225], we think it clear that, at least as applied to the sash rail 
(still considering it independently), the case presented does not 
justify enjoining defendant’s use of the trade-name “Almetal.” 
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We are, moreover, of opinion that, under the rule which we 
recognized in the Temco Case, supra, we have no jurisdiction over 
the subject of unfair competition as related to the division and cor- 
ner bars of the second patent, which we have held not infringed— 
at least as considered by themselves, and not as a part of a com- 
plete store front structure. Had the second patent been held in- 
valid, such would have been the result under our decision in Schiebel 
Toy, etc., Co. v. Clark, 217 Fed. 760, 774, 1383 C. C. A. 490 [5 T. M. 
Rep. 139]; and the same result seems logically to follow where, as 
here, a patent is held not infringed, for we think the logical theory on 
which (in case a patent has been sustained) damages for unfair 
competition may be considered is that such damages are to be treated 
merely as “aggravation of the infringement,” and recovery by way of 
aggravation of damages otherwise non-existent would seem anomal- 
ous. It therefore seems clear that no relief can be given in this case 
for alleged unfair competition, either by way of injunction or dam- 
ages, unless it be on account of the store front construction taken as 
a whole. There is much to be said in favor of a jurisdiction, even in 
the absence of diverse citizenship, to give relief for unfair competi- 
tion with respect to a unitary or unified structure, the element rep- 
resenting whose major function is covered by a patent held valid 
and infringed—and regardless of the fact that certain remaining 
features of the unified structure have been held not to infringe other 
asserted patents in the same suit. Upon such a case we express no 
opinion; we have no such case here. The sash rail is a minor part 
of the unified structure, which includes, in addition to that feature, 
and the features claimed to infringe the second patent, certain 
other unpatented features. Moreover, we have found an absence 
of unfair competition as respects the sash rail standing alone. While 
the question is not free from difficulty, we are disposed to the 
opinion that, in this situation and having in mind the basis on which 
relief for unfair competition in a patent infringement suit is made 
to rest, an assertion of jurisdiction to cover the question of unfair 
competition in making or selling the unified structure would be an 
unwarranted extension. 
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So much of the decree of the court below as relates to unfair 
competition is accordingly reversed, but without prejudice to such 
right of action, if any, as plaintiff may otherwise or elsewhere have 
with respect to the features not here passed upon. The record will 
be remanded to the District Court, with directions to enter a new 
decree not inconsistent with this opinion. The costs of this court, 
including the expense of preparing transcript, will be divided. 


SocittE ANONYME DE LA DISTILLERIE DE LA LIQUER BENEDICTINE V. 


PUZIELLO, ET AL. 
(250 Fed. Rep. 928) 


United States District Court 
Eastern District of New York, May 16, 1918 


Trave-Mark—W ar Is. 
The shape or design of a bottle cannot be a trade-mark and can- 
not be the subject of a valid registration under the ten year clause of 
the Trade-Mark Act. 


In equity. On final hearing. Decree for plaintiff. 

Gantz & Tucker, of New York City (George W. Tucker, Jr., 
of New York City, of counsel), for plaintiff. 

Sol L. Youngentob, of New York City, for defendants. 


CuatTFIELD, District Judge: The charge of infringement of 
trade-mark No. 95,488 has not been made out, and the plaintiff does 
not sufficiently prove validity of trade-mark No. 60,241, which states 
that the design of the trade-mark is applied by putting the goods in 
a bottle of that design. 

The statute of February 20, 1905, allowing the registration of 
a trade-mark in use for more than 10 years, does not alter the fun- 
damental proposition, that a trade-mark is a design or mark rather 
than a container or package. Thaddeus Davids Co. v. Davids, et 
al., 178 Fed. 801, 102 C. C. A. 249; Hughes v. Alfred H. Smith 
Co., 209 Fed. 37, 126 C. C. A. 179 [4 T. M. Rep., 45]. Resemblance 
in packing or wrapping would not constitute the infringement of a 
trade-mark. Philadelphia Novelty Mfg. Co. v. Rouss (C. C.) 40 
Fed. 585. 
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Under the former trade-mark law, the shape and appearance 
of a package or wrapping could not be made the subject of a trade- 
mark, as distinguished from a design which of itself made up the 
mark. Fleischmann v. Starkey (C. C.) 25 Fed. 127; Adams v. 
Heisel (C. C.) 31 Fed. 279; Enoch Morgan’s Sons Co. v. Trovell, 
89 N. Y. 292, 42 Am. Rep. 294; Pillsbury v. Pillsbury-Washburn 
Flour Mills Co., 64 Fed. 841, 12 C. C. A. 432; National Biscuit Co. 
v. Baker (C. C.) 95 Fed. 135; United States Tobacco Co. v. 
McGreenery (C. C.) 144 Fed. 531; Coca-Cola Co. v. Glee-Nol 
Bottling Co., 221 Fed. 61, 187 C. C. A. 83 [J. T. M. Rep., 212]. 

The plaintiff may have a decree on the ground of unfair com- 
petition. 


G. B. McVay & Son Seep Co., Inc. v. McVay Seep & FLorRAL 
Co., INc. 
(79 Southern Rep. 116) 


Alabama Supreme Court, April 18, 1918 


1, TrapE-NaME—SALE IN BANKRUPTCY. 

A purchaser in bankruptcy of the assets, name and good-will of a 
bankrupt corporation acquires the right to use the corporate name, as 
a vehicle of preserving the good-will of the business, which is in- 
separably connected with the corporate name. 

2, Persona Name—RicGut To Use. 

The general right of a person to use his own name in business is 
subject to the qualification that it must be so used as to distinguish 
the business of the user from any other and earlier business conducted 
under a similar name. 

3.. Unram Competition—F Ravn. 

No actual fraud is necessary in unfair competition, nor any actual 
deception. Fraud may be shown by inference and the probability of 
deception is enough. 

4. Corporate Name—Uwnrair Competition. 

The organization of a corporation with a name similar to that of 
an earlier corporation in the same business, employing therein the 
names of parties who had only a colorable interest therein, is on its face 
an unfair if not a fraudulent act. 

a | 


Appeal from a decree of the Circuit Court for Jefferson County, 
overruling a demurrer to the bill of complaint. Affirmed. Re- 
hearing denied, May 30, 1918. 
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Appeal from Circuit Court, Jefferson County; Hugh A. Locke, 
Judge. 

Bill by the McVay Seed & Floral Company, Incorporated, 
against G. B. McVay & Son Seed Company, Incorporated, to enjoin 
the use of aname. From a decree overruling demurrers to the bill, 
respondents appeal. Affirmed. 

The purpose of the bill is to enjoin the use of the name 
“McVay” in the corporate name, or in connection with the flower 
and seed business, either in advertising, or upon the goods of the 
G. B. McVay & Son Seed Company. Complainant claims to be 
the corporate successor of the McVay Seed Company, a bankrupt 
corporation, of which corporation one G. B. McVay was an officer 
or stockholder, and one of the founders of its business, with which 
he was actively connected for a long time, so that his name has come 
to have a secondary meaning in regard to the business of dealing 
in and selling seed, plants and flowers. On January 11, 1915, the 
trustees in bankruptcy legally sold to one J. H. Perdue “all of the 
goods, wares and merchandise, furniture, fixtures, mule, dray, au- 
tomobile, name and good-will of the McVay Seed Company, bank- 
rupt. On January 13, 1915, Perdue assigned interest in said prop- 
erty for several associates, who, on the same day, organized the 
complainant corporation, the McVay Seed & Floral Company, and 
conveyed to it all of their interest in the property of the original 
company as purchased at said bankrupt sale. Since its organiza- 
tion, complainant has been engaged pursuant to its charter powers 
in the same business as its predecessor, dealing in and selling seeds, 
plants and flowers. On January 25, 1917, said G. B. McVay being 
then in the employment of complainant, his son, G. B. McVay, Jr., 
his daughter, Mrs. A. M. Stover, and his son-in-law, Fred Stover, 
organized a new corporation under the name of the G. B. McVay 
& Son Seed Company, and this is the respondent corporation. This 
latter corporation had 500 shares of stock of the par value of $10 
each, of which G. B. McVay, Jr., took and owns one share, Ann W. 
Stover took and owned 249 shares and Fred Stover took and owns 
250 shares. G. B. McVay, Jr., is president of the company, and 
G. B. MeVay, Sr., has no connection with it. Its charter powers 
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show: That it was formed to engage in the business of buying, sell- 
ing and dealing in seed, bulbs, plants, flowers, poultry and garden 
and farm supplies. With full knowledge of plaintiff's business 
name and rights, respondent company has continuously, since its 
incorporation, up to the time of the filing of this bill, been doing a 
seed and flower business, and has used the name “G. B. McVay & 
Son Seed Company, Incorporated,” in connection with said business, 
and that said use of said name has been without the consent and 
against the will of orator and in fraud and violation of orator’s 
rights, to the good will and trade name of the McVay Seed & Floral 
Company, and that the name of the G. B. McVay & Son Seed Com- 
pany, Incorporated, is so nearly similar to the name of your orator 
as to lead to uncertainty and confusion. That by its fradulent acts 
as aforesaid, said respondent has diverted to it trade to which your 
orator was entitled and which it would otherwise have received; 
said corporate names being so similar as to deceive the public and 
make them believe they are dealing with the successors to the orig- 
inal McVay Seed Company, which is your orator, when, as a matter 
of fact, they are dealing with G. B. McVay & Son Seed Company, 
Incorporated. That the public and customers of orator have been 
deceived, and much confusion has been caused by such unlawful use 
of the name similar to complainant’s trade-name, such as to cause 
mail of the two companies to be confused, and complainant’s cus- 
tomers to trade with respondents under the mistaken belief that 
they are buying from complainant. That said wrongful act has 
placed your orator’s trade-name and good will in jeopardy and that 
said acts are continuing, and unless restrained will ultimately de- 
stroy the value of orator’s trade-name and good will. Demurrers 
to the bill upon numerous grounds were filed. They may be epito- 
mized as follows: 


(1) The allegation of fraud is insufficient, being a mere conclusion. 

(2) It does not appear that complainant has the exclusive right, or 
any right, to use the word “McVay” in its business name. 

(3) The names of complainant and defendant corporation are too dis- 
similar and distinctive to reasonably cause any confusion as to their identity. 

(4) It does not appear that the advertisements, catalogues, or pack- 


ages of respondent were in any way similar in appearance or in substance 
to complainant. 


ae 


cae 
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Allen, Bell & Sadler, of Birmingham, for appellant. 

B. J. Dryer and A. G. & E. D, Smith, all of Birmingham, for 

appelle. 

SomERVILLE, J.: The adjudicated cases dealing with the par- 
ticular phase of unfair competition here involved are quite numerous, 
and the general principles of the law seem to be well settled, though 
their application to concrete instances is often not free from dif- 
ficulty. 

We think it is quite clear that the complainant, by its purchase 
of the assets, name and good-will of the bankrupt corporation, ac- 
quired the undoubted right of that concern to the use of its corporate 
name, including the word ““McVay” as an essential element thereof, 
and as a conduit for the passage of the good-will of the original 
business, with which it was indissolubly connected. As remarked 
by an able writer on this subject, “corporations may acquire good- 
will, just as natural persons and an assignee of the corporate good- 
will and business may use the old corporate name, either with or 
without an incorporation.” Hopkins on Trade-Marks, etc., 221. 
Nor was that right lost or impaired by the formation of a new cor- 
poration as the successor of the old, with a modification of its orig- 
inal name—the main distinctive features of which were fully re- 
tained. ‘7 

As a general rule, every person has a natural right to the use 
of his own name for the designation of his business; and when he 
does this honestly and fairly, any injury that may result to another, 
doing business under the same or a similar name, is regarded as 
damnum absque injuria, for which there is no legal remedy. Singer 
Mfg. Co. v. June Mfg. Co., 163 U. S. 169, 16 Sup. Ct. 1002, 41 
L. Ed. 118; Higgins Co. v. Higgins Soap Co., 144 N. Y. 462, 39 
N. E. 490, 27 L. R. A. 42, 43 Am. St. Rep. 769; Thaddeus Davids 
Co. v. Davids, 233 U. S. 461, 34 Sup. Ct. 648, 58 L. Ed. 1046, 
Ann. Cas. 1915 B, 322, note, 352-358 [4 T. M. Rep., 175] ; Hopkins 
on Trade-Marks, etc., § 77; Nims on Unfair Competition, § 68. 
What precautions to distinguish the newer business and its goods or 


products from the older, so as to prevent deception and injury, may 
be required to meet the demands of honesty and fair dealing in the 
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case of individuals, we need not now consider, for the case before us is : 
materially different. 

Here both parties are corporations, and the respondent corpora- ; 
tion has deliberately chosen a trade-name in which appears the 
name of G. B. McVay, Sr., which, though without the initials, was 
and is an essential element in the trade-name and good-will of 
complainant and its predecessor; and G. B. McVay, Sr., a promoter 


ea meg 


and stockholder of the original corporation, has no interest in nor 
connection with the respondent corporation. It appears also that ' 
G. B. MeVay, Jr., the son, though he has been made president of | 
the respondent corporation, has a purely nominal interest in the ' 
concern, in fact, only $10 out of $5,000, or one five-hundredth part. | 
In a very comprehensive and valuable note to the case of Thad- | 
deus Davids Co. v. Davids, 233 U. S. 461, 34 Sup. Ct. 648, 58 L. i 
Ed. 1046, Ann. Cas. 1915B, 322, 353, the editor summarizes the li 
law as follows: : 
! 

| 


“It is undoubtedly true, as a general proposition, that a person has a 
right to use his own name in connection with any business which he honestly 
desires to carry on. But where a personal name has become associated in 
the minds of the public with certain goods or a particular business, it is 
the duty of a person of the same or a similar name, subsequently engaging 
in the same business or manufacturing or dealing in like goods, to take 
such affirmative steps as may be necessary to prevent his goods or business 
from becoming confused with the business or goods of the established 
trader. The same principles forbid a corporation to adopt a name so 
similar to that of an existing corporation as to deceive the public and 
permit it to deal on the reputation of the existing corporation.” 


eee 
= 


gy 


Scores of illustrations appear in the cited cases. See, also, 
the note to Martell v. St. Francis Hotel Co., 16 Ann. Cas. 596. 
In Hopkins on Trade-Names, etc., § 80, the author says: 


“The general rule governing the supervision of equity over the names 
of corporations has been comprehensively stated as follows: ‘In respect to 
corporate names, an injunction lies to restrain the simulation and use by 
one corporation of the name of a prior corporation which tends to create 
confusion, and to enable the later corporation to obtain, by reason of the 
similarity of names, the business of the prior one. The courts interfere 
in these cases * * * to prevent fraud, actual or constructive.” Hig- i 
gins Co. v. Higgins Soap Co., 144 N. Y. 462, 39 N. E. 490, 27 L. R. A. 42, f 
43 Am. St. Rep. 769; Martell v. St. Francis Hotel Co., 51 Wash. 375, 98 Pac. 

1116, 16 Ann. Cas. 563, and note. 
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In Nims on Unfair Competition, § 90, the author observes: 


“One of the most common ways of naming a corporation is to use the 
personal name of one or more of the incorporators. The rules applicable 
to it are practically the same as those relating to the use of personal names 
in other trade-names. * * * There is, however, this difference, as has 
already been observed, and it is a substantial one. As the law now stands, 
when a natural person starts business under his own name, a duty rests 
upon him to so use that name as to prevent confusion between his house 
and goods and the house and goods of any other person by the same family 
name in the same business. When, however, a person causes the organiza- 
tion of a corporation, a much greater burden and duty rests upon him. 
(Italics ours.) If his use of his surname as a part of the corporate name 
will cause confusion between his new corporation and its rivals, he may’ not 
use his name in the corporate name at all.” 


The same author says further (page 175): 


“The sum of the whole matter is this: If a plaintiff can demonstrate 
that the defendant’s use of its corporate name is causing unfair competition 
as against the plaintiff, the defendant must change its name, even though it 
contain the personal name of an incorporator, and inasmuch as an affimative 
duty to differentiate itself from the plaintiff rests upon defendant, the 
failure so to do is an evidence of fraud.” 


And again (page 179): 


“It has been said that the very fact that a body of associates organ- 
izing a company take, as part of the name of the company, the name of one 
of their number which is the same or nearly the same as that of some rival 
who has an established business, in most cases gives rise to a presumption 
of fraud. The presumption may be rebutted; but the fact remains that 
despite the laudable desire of a promoter or incorporator to make his own 
name a part of the company, despite his common-law right to use his own 
name as he will, the trader who enters a court of equity with the greatest 
claim on its aid is he who has striven to differentiate his goods and his 
company as much as possible from all rivals, and to sell his goods on their 
merits, and advertise himself and his house in as individual a manner as 
possible.” 


In L. Martin Co. v. L. Martin, etc., Co., 75 N. J. Eq. 39, 71 
Atl. 409, the New Jersey Court deal with this subject very point- 
edly and say: 


“T think we have got beyond the notion, if it ever prevailed, that a man 
has an absolute right to use his name in his business, shutting his eyes to 
the inevitable effect of such use to deceive the public generally, and to in- 
jure some other dealer in the market. The maxim, ‘Sic utere tuo ut alienum 
non laedas,’ applies to everything a man has, including his name. Con- 
fusion seems to have sometimes arisen from the failure to recognize the 
difference between the name with which a man finds himself incumbered 
and perhaps cursed when embarking in business, and which perhaps to a 
very large extent he is practically obliged to use in such business, with 
the name of a corporation which he creates for the purpose of carrying on 
his business. He is not responsible for his individual name—had no chance 
in its selection; he is wholly responsible for the corporate name, having had 
a wide field within which to make any selection as he might see fit.” 
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With respect to the use by respondent of the name of G. B. 
McVay, Sr., as part of its corporate name, the bill shows clearly 
that it is without justification, calculated to deceive the public, and 
in fraud of the rights of complainant in the premises. It is no suffi- 
cient answer to this to point to the differentiation of the corporate 
names. The similarity is prima facie sufficient to deceive the public 
and appropriate more or less of complainant’s trade; and its adop- 
tion by respondent is, under the circumstances, sufficient evidence of 
respondent’s belief in its efficacy for that purpose. 

In the language of Bradley, J., in Celluloid Mfg. Co. v. Cel- 
lonite Mfg. Co. (C. C.) 32 Fed. 94: 


“The defendant’s name was of its own choosing, and if an unlawful 
imitation of complainant’s is subject to the same rules of law as if it were 
the name of an unincorporated firm or company. It is not identical with 
the complainant’s name. That would be too gross an invasion of the com- 
plainant’s right. Similarity, not identity, is the usual recourse when one 
party seeks to benefit himself by the good name of another. (Italics ours.)” 

And, as remarked by Mr. Nims: 


“The choice of a name, colorably similar to that used by a competitor 
is evidence of fraud, especially if it is likely that the new corporation will 
profit by the confusion that will result from the similarity between its name 
and that of a competitor.” Nims on Unfair Competition, p. 163. 

We think the bill alleges facts which support the conclusion of 
actual fraud. But the better view is that actual fraud in unfair. 
competition need not be alleged or proved and that constructive 
fraud is sufficient, and this is the rule in this state. Grand Lodge 
K. P. of N. & S. America v. Grand Lodge K. P., 174 Ala. 395, 
56 South. 963; Boston Shoe Shop v. McBroom Shoe Shop, 196 Ala. 
262,72 South. 102. Nor is it necessary to show, in a bill for injunc- 
tive relief only, that any persons have been actually deceived. Boston 
Shoe Shop v. McBroom Shoe Shop, supra. We have stated that 
the allegations of the bill show that respondent’s use of the name 
of G. B. MeVay in its corporate or trade-name is unfair competi- 
tion, against which injunctive relief should be granted. It follows 
that the demurrer to the bill of complaint was properly overruled. 

We may as well add, also, that such use by respondent of the 
name “McVay,” even if qualified by the word “Junior” affixed 
thereto—the name having been voluntarily given to the older cor- 
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poration by its senior owner, and having acquired a special and 
secondary significance in its relation to seeds and plants in that 
business in Birmingham and the neighboring territory—would 
equally offend against fair trade and entitle complainant to the same 
injunctive relief. This is especially true in view of the merely 
nominal character of McVay, Jr.’s, connection with respondent, 
which strengthens the conclusion that the use of the name is but a 
colorable device to accomplish an unfair, if not a fraudulent, purpose 
to appropriate the reputation, and with it the trade, of the com- 
plainant company. 
Let the decree of the circuit court be affirmed. 


Anpverson, C. J., and Mayrie_p and Tuomas, JJ., concur. 


FREELAND Vv. BurDICK, ET AL. 
(204 Southwestern Rep. 1123) 


Springfield, Missouri, Court of Appeals, June 25, 1918 


1. Uwnram Competirion—Name or Horet. 

Hotel names generally attach to the place and designate the par- 
ticular premises rather than the proprietor thereof, and are not tran- 
sitory with him. The name remains with the place, regardless of 
changes of ownership, and the right to its use passes to the purchaser 
of the real estate. 

2. Uwnram Competition—Name or Horet> 

The right to use a name as the designation of a hotel should be ex- 

clusive in a town, lest the public be confused by the identity of names. 


Appeal from a judgment of the Circuit Court, Texas County, 
in favor of defendants. Reversed. 


Lamar & Lamar, of Houston, for appellant. 

Hiett & Scott, of Houston, for respondents. 

Srurais, P. J.: The plaintiff, as owner of the premises and 
building heretofore known as the Park Hotel at Houston, Mo., 
seeks to enjoin the defendant, a former proprietor of the hotel 
business there conducted, from using the name Park Hotel to 
designate a new hotel close by which defendant now owns or con- 
trols. The trial court denied any relief and dismissed plaintiff's 


bill. 
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The evidence showed that many years ago this property, now 
owned by plaintiff, was used as a hotel, and took the name and has 
ever since been known as the Park Hotel. If not originally built 
for a hotel, it is adapted to that purpose and has been so used for 
15 or 20 years. It seems to have been once called the Ozark Hotel, 
but for many years it has been known and designated by signs as 
the Park Hotel. The defendant at one time managed the Southern 
Hotel in the same town, a hotel yet being run there, but some 5 or 
6 years ago she gave up that hotel and leased the property in con- 
troversy, then and before that known as the Park Hotel, and has 
since conducted same under that name. When she leased this 
property from the owner she also purchased the furniture and 
goods of the former tenant. No owner of this property has ever 
personally conducted the hotel, but same has been done by succes- 
sive tenants, four or five in number. 

There is no doubt but that defendant greatly improved the 
patronage and reputation of the Park Hotel. Before her time it 
had been little more than a rooming house and its patronage came 
largely from the surrounding country. That, however, was before 
the days of automobiles and good roads, and, as Houston is an inland 
town, there was not much travel there. The fact that the hotel 
has a much larger patronage than before defendant managed it is 
due partly to her ability as a good hotel keeper and partly to the 
changed conditions. 

The plaintiff purchased the hotel premises with the avowed 
purpose of personally conducting the hotel as soon as defendant’s 
lease expired, and so notified defendant. The defendant thereupon 
obtained control of a building and grounds suitable for a hotel, but 
not before so used, located just across the street from the old Park 
Hotel. This she began fitting up for a hotel with the avowed pur- 
pose of conducting it under the name of the Park Hotel. She 
avowed her purpose to remove a large sign having the words “Park 
Hotel” thereon, and which she had put up during her tenancy to 
replace a smaller one, to the new location across the street. | 

The question here presented is whether the name “Park Hotel” 
is attached and belongs to the premises and the successive owners 
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thereof or belongs to the person or proprietor of the business there 
conducted and may be changed and carried by such proprietor to 
a new location. This precise question is a new one in this state, 
but the principles which underlie the protection of trade-names and 
the restraint of unfair competition are well settled. 

The fact that plaintiff is a recent purchaser of the property in 
question and purchased it and received a conveyance therefor as 
so much real estate described by lot and block only is of little sig- 
nificance. This is the common way of conveying real estate, re- 
gardless of its character, and plaintiff stands in the shoes of and 
has all the rights of his predecessor in title. If the defendant has 
the right to do what she has threatened to do as against plaintiff, 
she also had such right as against the former owner. One of the 
most vital elements of title and ownership is the right to transfer 
and convey same unimpaired to another, and to hold otherwise is to 
impair the right of vendor as well as vendee. We shall consider 
the case, therefore, the same as if the former owner was plaintiff. 

We think also that one or the other of these parties should have 
the exclusive right to use the trade-name of Park Hotel at this 
town. To have two Park Hotels at this town under rival manage- 
ment would lead to great confusion and inconvenience to the public, 
whose rights are to be considered. The parties agree that the name 
is a valuable asset and it is not capable of partition in kind or of 
joint use. 

Hotels, being generally built and designed for that particular 
use, and no other, take local names which generally belong to and 
designate the place rather than the proprietor of the business. 
Hotels are generally classed with these particular establishments 
into which location enters as an essential element and where the 
trade-name means that the goods produced are of that particular 
place rather than of a particular manufacturer. In such cases 
the name becomes an inseparable part of the building or premises, 
and will pass with the sale or lease of the same, and cannot be 
severed therefrom even by the first adopter or user of such name. 
38 Cyc. 871; Armstrong v. Kleinhans, 82 Ky. 303, 56 Am. Rep. 
894; Pepper v. Labrot (C. C.) 8 Fed. 29; Booth v. Jarrett, 52 
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How. Prac. (N. Y.) 169. Nims on Unfair Competition and Trade- 
Marks, p. 42, § 21, speaking of names which attach to the locality or 
building says: 

“This is true frequently of hotels, breweries, natural springs, news- 
papers, and the like. In such cases he who buys the buildings, or acquires 
the right to occupy them, will have the right to use the name attaching 
thereto, in the absence of very explicit contractual arrangement.” 

Again, at page 83, § 48, this same author. says: 


“Some hotel names are personal names, others impersonal, certain of 
these names attach to a place, to a particular hotel regardless of its owner- 
ship; while others have been held to be the property of a person and to 
attach to him rather than the place.” 

As particularly applicable to the case in hand this author then 
adds: 


“Where the name of a hotel was attached to it before a lessee of it took 
possession, the fact that the lessee increases by his energy and skill the 
value of the name is not a reason why he may use the name in another place 
in competition with the owner, because to do so would mislead the public.” 


O’Grady v. McDonald, 72 N. J. Eq. 805, 66 Atl. 175, is cited 
as supporting the text and is quite similar to the present case. See, 
also, Hopkins on Trade-Marks, p. 212, § 93. 

Common observation as well as the reported cases show that 
hotel names generally attach to the place and designate the par- 
ticular premises rather than the proprietor thereof and are not 
transitory with him. In such case the name remains with the place 
regardless of any change in the ownership or person conducting the 
business there; and such owner or occupier of the premises will be 
protected in the use of such name against both strangers and former 
owners or lessees. There are some exceptions to this rule, depend- 
ing upon the peculiar facts, and the learned counsel for defendant 
has cited a number of cases recognizing exceptions. Vonderbank 
v. Schmidt, 44 La. Ann. 264 10 South. 616, 15 L. R. A. 462, 32 
Am. St. Rep. 836; Sieward v. Denechaud, 120 La. 720, 45 South. 
561; Woodward vy. Lazar, 21 Cal. 448, 82 Am. Dec. 751. In the 
case first cited the plaintiff had conducted both a hotel on the Euro- 
pean plan and a restaurant as separate establishments, but in co- 
operation with each other. To both these he gave his personal 
name. He sold the hotel theretofore called the “Hotel Vonderbank,” 






































et ames 


ae 





344 EIGHT TRADE-MARK REPORTER 


but continued to own and run the restaurant. The hotel passed into 
the hands of a party who put in a dining room and insisted on his 
right to conduct the same as the “Vonderbank Hotel.’”’ The court 
enjoined such use, and placed much stress on the fact that plaintiff 
merely lent his personal name to this business while he conducted 
it. The court said: 


“Had the name of that establishment formed an element of the good- 
will of the hotel business while it was being conducted on the leased prem- 
ises by the plaintiff, it would, under all of the authorities, have passed to 
the landlord at the termination of plaintiff’s lease, and by his conveyance to 
the defendant; but as it was rather a personal perquisite of the proprietor 
while lessee, and not in impersonal ingredient of his business, it did not 
pass to the landlord, but remained subject to the control of the lessee at 
the termination of the lease.” 


The Sieward Case, supra, also from Louisiana, follows the 
Vonderbank Case in holding that under the facts there the “Hotel 
Denechaud”’ was given by the proprietor to the business, and not 
to the property. That case did not involve the precise question 
here, being a suit by its owner to cancel the lease because, among 
other things, the lessee had changed the name of the old hotel and 
transferred it to another hotel also operated by him. The name 
being a personal one and the intent being to apply it to defendant’s 
business rather than to the location and the natural right of a per- 
son to apply his own name to his own business regardless of location 
were the controlling facts in this case.~ 

In the Woodward Case, supra, the plaintiff erected on leased 
land a building used by him as a hotel, giving it the name “What 
Cheer House.” Later he built another hotel near this one on land 
owned by himself and gave it the same name. Subsequently the 
old hotel was abandoned and remained vacant for some time. A 
new proprietor was enjoined from conducting a hotel there under 
the name “What Cheer.” The court laid stress on the fact that 
the plaintiff had built this hotel and given it this name. The real 
ground, however, for sustaining the injunction is stated thus: 


“Before surrendering the demised premises, ne transferred his business, 
and the name under which it was conducted, to another building, and then 
surrendered the demised premises and the building, with no special name, 
to his landlords. He had conducted the business under the name of ‘What 
Cheer House,’ at his new locality, at least from November until January, 
while the old building remained unoccupied, and before it was opened as a 
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hotel. He had in this time, if he had no other claim, established an ex- 
clusive right to the name as the trade-mark for his new house. Although, 
therefore, his claim to protection, so far as his right results from the good- 
will acquired for the name while it was applied exclusively to the demised 
premises, may not be sustainable, he is entitled to protection in the exclusive 
use of the name as proprietor of the new house.” 


We may therefore state the following rules as applicable to 
this case: A hotel is generally such a building and premises as is 
especially and permanently adapted to that business and is known 
by its name, which ordinarily attaches to and remains with the loca- 
tion rather than with the particular proprietor. In such case the 
name passes with the premises to successive proprietors, who are 
entitled to the exclusive use of such name. In determining whether 
a particular case forms an exception of this rule, these facts have 
more or less weight: (1) Whether or not the building and premises 
are designed to be used permanently as a hotel; (2) whether. the 
name given it is that of an individual conducting it or is impersonal ; 
(3) whether the tenant or proprietor who is seeking to divert such 
name to another place is the person who first gave it such name; 
(4) whether such name has been applied exclusively to the one place 
or has been used to designate a person’s business wherever it was 
conducted. 

Applying these tests to this case, we find that the premises in 
question are adapted to the hotel business only; that the name given 
it, Park Hotel, is impersonal, and is designed to designate place 
rather than ownership; that defendant did not give this name to 
this Hotel, but that such was attached thereto before her proprietor- 
ship and tenancy; that the name has been applied exclusively to this 
hotel and to no other place of business. The trial court attached 
importance to the fact that no owner of this property had ever 
conducted a hotel therein, but same had been done by tenants. This, 
we think, is not a controlling factor. The name has become local- 
ized to plaintiff's hotel, and he is entitled to the relief prayed. 

The judgment is therefore reversed and the cause remanded, 
with directions to enter a judgment for plaintiff as prayed for in 
the petition. 

Brapiey and Farrineron, JJ., concur. 
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Rosert H. Ineersott & BrotHer v. Haune & Co. 


New Jersey Court of Chancery, August 21, 1917 


Unrair Competition—Pric—e MAINTENANCE. 

The statute of the State of New Jersey against the cutting of price 
on trade-marked goods does not violate the constitution of the United 
States or of the State of New Jersey, and compliance therewith may 
be enforced by injunction. 


On motions for preliminary injunction and to dismiss the bill 
of complaint. Injunction granted. Motion to dismiss denied. 


George L. Record, for complainant. 
Stallman, Hoover & Peck, for defendant. 


Lang, V. C.: The bill discloses the following facts: That 
the complainant is a manufacturer of watches sold under the In- 
gersoll name in conjunction with certain trade-names such as 
“Yankee Watch,” the “Dollar Watch,” the “Eclipse Watch” and 
“Junior Watch”; that the Yankee Watch is advertised throughout 
the country to be sold to the consumers at $1.35; that the only way 
the watches can be sold for this low price is to manufacture them 
in immense quantities and the only way to produce customers upon 
a big scale is by extensive advertising; that the name of Ingersoll 
and the reputation of the firm for fair dealing and reliable products 
is nation wide, and that it is absolutely necessary as a part of the 
advertising and building up of the business that a definite fixed 
price should form a part of the advertising for such of the products ; 
that all the Ingersoll watches are sold subject to notice, a copy of 
which is as follows: 


“NOTICE” 


“The use of our name, trade-mark, guarantee, reputation, good-will and 
selling helps is licensed to the dealer for the sole purpose of selling of 
offering, advertising or displaying for sale this watch, provided this watch 
is not sold, offered, advertised or displayed for sale with or as any dona- 
tion, discount, rebate, premium or bonus, or to any wholesale or retail 
dealer at rates different from those specified in our schedules, or at any 
other retail price than $1.35 without first removing this notice and our name 
trade-mark and guarantee, and returning to us our selling helps and re- 
fraining from the use of our name trade-mark, guarantee, reputation, 
good-will and selling helps, and provided the dealer shall, upon our written 
request (unless he shall have previously sold it), resell to us this watch. 
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If then merchantable at the rate specified in our schedules for the quantity 
in which he purchased, or, if then damaged, at such rate as shall then be 
agreed upon.” mn ; 

“Any violation of any of the above conditions depreciates our name, 
trade-mark, reputation and good-will, and will act as a revocation of this 
license. Any use of our name, trade-mark, guarantee, reputation, good- 
will or selling helps aids the dealer in selling this watch and will act as an 
acceptance of the above conditions. The dealer may sell or otherwise dis- 
pose of this watch as he pleases after first removing this notice and our 
name, trade-mark and guarantee, and returning to us our selling helps, and 
refraining from the use of our name, trade-mark, guarantee, reputation, 
good-will and selling helps, but he has no right to use any of them in viola- 
tion of the above conditions or to do anything to depreciate their value. 
Any dealer who violates any of the above conditions will be liable to suit 
for damages and an injunction.” 

“Upon written request of any dealer observing the above conditions, we 
agree (1) to repurchase from him this watch, if then merchantable, at the 
rate specified in our schedules for the quantity in which he purchased, or, 
if then damaged, at such rate as shall then be agreed upon; or (2) to leave 
him free, after first removing this notice and our name, trade-mark and 
guarantee, to sell or otherwise dispose of this watch without regard to the 
above conditions.” 

“ROBT. H. INGERSOLL & BRO.” 


that the defendant inserted in the Newark News, a newspaper 
published in Newark an advertisement in the following form: 
$1.35 Ingersoll watches 
$1.00 

Nickel only; every one new with the usual Ingersoll guaranty. 
that this advertisement appeared on April 20th, 1917 and that the 
defendant sold Ingersoll watches for the sum of one dollar; that 
such sales were made in the regular Ingersoll boxes, which carried 
the notice heretofore mentioned; that it advertised and declared 
its intention to again resort to such practice; that it is only possible 
for complainant to manufacture and sell the large output it does 
by widespread advertisement, and in such advertisements the 
fact that the watches are for sale at the low and fixed price 
of $1.35 and the word “Ingersoll” are essential features; that there 
is no profit in the sale by retailers of the watch at a dollar; that 
the direct effect of the acts of defendant is that other dealers in 
the neighborhood cannot market, at the rate of $1.35, the watches 
which are manufactured by the complainant; that the public is in- 
duced to believe that the watches are not worth $1.35 inasmuch 


as they are being sold by defendant for a dollar; that the other 
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dealers in the locality will discontinue the sale of the Ingersoll 
watches; that the business of the complainant will be disorganized 
and eventually ruined; that the defendant has no idea of market- 
ing any considerable number of watches at the price of a dollar, but 
uses this cut rate and the Ingersoll name as a bait at irregular in- 
tervals to get people into its store depending upon those attracted 
by the low rates of the Ingersoll watch making purchases of other 
goods sold by defendant; that for its own purpose, the defendant 
makes use not only of the article manufactured by the complainant, 
but also of its trade-name and reputation and guarantee for its, the 
defendant’s, ulterior purposes to the injury of the complainant. 
The complainant relies upon the provisions of the statute, 
Chapter 107 of the Laws of 1916, which provides as follows: 


“It shall be unlawful for any merchant, firm or corporation to appro- 
priate for his or their own use a name, brand, trade-mark, reputation or 
good-will of any maker in whose product said merchant, firm or corporation 
deals, or to discriminate against the same by depreciating the value of such 
products in the public mind, or by misrepresentation as to value or quality, 
or by price inducement, or by unfair discrimination between buyers, or in 
any other manner whatsoever, except in case where said goods do not carry 
any notice prohibiting such practice, and excepting in case of a receiver’s 
sale, or a sale by a concern going out of business.” 

And also complainant further relies upon its right to relief at 
common law. 

There is no question but that the notice prescribed by the 
statute was affixed to the goods in question. The defendant moves 
to strike out the bill upon several grounds, only two of which I 
deem it necessary to consider. 

First: Whether the statute is in any respect contrary to the 
constitutional provisions either of the state or of the United States. 

Sreconp: Whether the watches in dispute are the subject of 
interstate commerce to such an extent as that the statute cannot be 
held to apply. 


On the argument there was, in counsel’s brief there is, a long 


discussion as to whether the contract against price cutting evidenced 
by the notice is contrary to public policy, and defendant relies upon 
cases in the Supreme Court of the United States as follows: Dr. 
Miles Medical Co. v. John D. Parks & Sons Co., 220 U. S. 373; 
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Sauer v. O’Donnell, 229 U. S. 1; Straus v. Victor Talking Machine 
Co., decided April 9th, 1917; Motion Picture Patents Co, v. Univer- 
sal Film Company, decided April 9th, 1917; Bobbs Merrill Co. v. 
Straus, 210 U. S. 339, 52 L. Ed. 1086. 

I am now considering the public policy of the state of New 
Jersey as distinguished from any public policy of the United States. 
Unless the article is the subject of interstate commerce, I am not 
bound by the opinions of the Supreme Court of the United States. 
They are entitled to great weight and careful consideration, but 
it must not be overlooked that the effect of the case of Motion 
Picture Patents Co. v. Universal Film Co., decided April 9th, 1917, 
is a complete reversal of Henry v. Dock, 224 U. S. 1. To con- 
sider in detail the reasoning of the court in the very numerous cases 
which have been decided bearing upon this question would unduly 
extend this opinion. Suffice it to say, that after careful considera- 
tion, I have come to the conclusion that upon the general proposi- 
tion, I agree with the dissenting opinion of Mr. Justice Holmes in 
Dr. Miles Medical Co. v. John D. Parks & Sons Co., 220 U. S. at 
p. 411. He said: “I think that, at least, it is safe to say that the 
most enlightened judicial policy is to let people manage their own 
business in their own way, unless the ground for interference is 
very clear. * * * * I think we greatly exaggerate the value and 
importance to the public of competition in the production or dis- 
tribution of an article (here it is only distribution), as fixing a fair 
price. * * * * * * There may be necessaries that sooner or later. 
must be dealt with like short rations in a shipwreck, but they are 
not Dr. Miles medicines. * * * * * * We must assume its retail price 
to be reasonable, for it is so alleged and the case is here on de- 
murrer; so I see nothing to warrant my assuming that the public 
will not be served best by the company being allowed to carry out 
its plan. I cannot believe that in the long run the public will 
profit by this Court permitting knaves to cut reasonable prices for 
some ulterior purpose of their own and thus to impair, if not to 
destroy, the production and sale of articles which it is assumed to 
be desirable that the public should be able to get.” 
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I agree also with the remarks of the Supreme Court of Wash- 
ington in Fisher Flouring Mills Company v. C. A. Swanson, 76 
Wash. 649, 137 Pac. 144. There the court says: “Finally, it seems 
to us an economic fallacy to assume that the competition, which in 
the absence of monopoly benefits the public, is competition between 
rival retailers. The true competition is between rival articles, a 
competition in excellence, which can never. be maintained if, through 
perfidy of the retailer who cuts prices for his own ulterior pur- 
poses, the manufacturer is forced to compete in prices with goods 
of his own productions, while the retailer recoups his losses on the 
cut price by the sale of other articles, at, or above their reasonable 
price. It is a fallacy to assume that the price cutter pockets the 
loss. The public makes it up on other purchases. The manu- 
facturers alone is injured, except as the public is also injured 
through the manufacturer’s inability, in the face of cut prices, to 
maintain the excellence of his product. Fixing the price on all 
brands of high grade flour is a very different thing from fixing the 
price on one brand of high grade flour. The one means destruc- 
tion of all competition and of all incentive to increased excellence. 
The other means heightened competition and intensified incentive to 
increased excellence. It will not do to say that the manufacturer 
has not interests to protect by contract in the goods after he has 
sold them. They are personally identified and morally guaranteed 
by his mark and his advertisement.” 

I could not use words which would better fit the situation in 
the case at bar than these. Complainant has no monopoly. Its 
goods are not manufactured under patents. It is constantly in 
competition with manufacturers of cheap watches. Not only is it 
morally bound as a result of its advertising to guaranty its products, 
but it, in fact, guaranties it in writing. The defendant makes use 
of the name, reputation and guaranty of complainant for its own 
ulterior purpose and appropriates to itself the effect of the exten- 
sive advertising upon which the complainant depends, for defend- 
ant’s own profit in violation of the contract expressed in the notice, 
and with no desire to benefit the public. A retailer does not sell a 
standard article at a loss for eleemosynary purposes. 
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It is a legislative function to establish public policy and the 
public policy of this state has been, I think, with respect to the 
matter in question, settled by the statute hereinbefore referred to. 
I do not find that statute repugnant to the constitution either of the 
United States or of this State. There was no obligation upon 
Hahne & Company to purchase the watches in question, nor was 
there any obligation upon the complainant to manufacture and sell 
them. If Hahne & Company chose to purchase the watches with 
the notice attached, of which I must presume it had notice at the 
time of purchase, there is no injury done the defendant by com- 
pelling it to observe the provisions of the notice. As Mr. Justice 
Holmes said in the Dr. Miles Medical Co. case: “I think that, at 
least, it is safe to say that the most enlightened judicial policy is 
to let people manage their own business in their own way, unless 
the ground for interference is very clear.” 

The case is before me as if upon demurrer, and I must assume 
that the statement of the bill that the effect of the acts of the de- 
fendant will be the destruction of complainant’s business are true. 
The contract authorized by the statute is admitted; its breach is 
admitted ; the effect of its breach must be considered as above. Can 
it be that there is no remedy? I do not find that any public benefit 
will be subserved by refusing to enforce the provisions of the statute. 

The remaining question to determine is whether or not the 
restriction upon the sale of the watches is such an interference 
with interstate commerce as to prevent its enforcement. The 
watches were manufactured in New York; were sold to a jobber 
in New York and by the jobber sold to a retailer in New Jersey for 
ultimate distribution to the public. The statute is designed to 
promote good morals in business. It is an exercise of the police 
power of the State. That its purpose is within the legitimate 
province, I think admits of no question. It does not operate to 
interfere with the trade or exchange of articles between this and 
other states, but rather touches upon the duties of citizens of this 
State to citizens of this and other States. I think that the effect 
of ignoring the restriction would tend to restrain interstate com- 
merce by reducing its volume, and that effect of enforcement of the 
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restrictions will tend to increase the volume of interstate commerce. 


If the oleomargarine and liquor laws can be maintained, and they 
have been (Waterbury v. Newton, 21 Vr. 535), I think there is no 
objection to an act of the nature under discussion. The result is 
that the motion to dismiss the bill will be denied and the restraint 
continued until final hearing. 


Rosert H. INGersoty, & Brotuer v. Haune & Co. 
New Jersey Court of Chancery, August 24, 1918 


Price MainTteENANCE—LEGALITY. 

The practice of a manufacturer who makes and sells an article 
not the subject of monopoly but instead subject to keen competition, 
the price of which has been standardized through extensive and ex- 
pensive advertising, of affixing a notice under the terms of which pur- 
chasers are forbidden to resell at less than the standard price without 
removing the manufacturer’s marks and guarantee is not offensive to 
public policy or the Sherman or Clayton acts. 

Price MAINTENANCE—TRADE-NAME ON ARTICLE. 

Where the restraint is not upon the resale of the article but upon 
the use of the manufacturer’s trade-name and good-will it is not within 
the reasoning of the line of cases in the Supreme Court of the United 
States, the last of which is Boston Stores Co. v. American Graphophone 
Co., U. S. Supreme Court, Advance Opinion, April 1, 1918, page 354. 
Price MaintENANCE—LIABILITY OF RETAILER. 

A retailer who buys the article from a jobber with knowledge of 
the conditions imposed upon the resale is bound by such conditions. 
Paice MAINTENANCE—CONSTITUTIONALTY OF STATUTE. 

Chapter 107 of the laws of 1916 is not offensive to any provisions 
of the constitution either the United States or of this State. 

Such act was a proper exercise of the police power of the state and 
properly applies to the use of a trade-name or good-will, although such 
trade-name and good-will may be identified with articles which prior to 
their coming to this State have been the subject matter of interstate 
commerce. 

Price MAaInTrENANCE—INJUNCTION. 

When a retailer purchases articles through a jobber in New York, 
which articles have become known to the public generally through ex- 
tensive advertising as standard priced, with knowledge that the articles 
are sold under conditions that they are not to be resold at less than 
the standard price without removing the manufacturer’s trade-name 
and guarantee, with the preconceived purpose of offering them to the 
public in this State at a price less than standard, so that the public 
may believe that all the goods in the store are similarly low priced, 
whereas in fact they are not, he will be enjoined from selling at less 
than the standard price without removing the manufacturer’s trade- 
mark and guarantee. 
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6. Price MarnreNANceE—Basis or RiGur. 
The right to relief rests not only upon the statute, chapter 107, 
Laws 1916, but upon common law principles. 


George L. Record and Gilbert H. Montague (of the New York 
Bar), for complainant. 
M. M. Stallman and J. F. Hoover, for defendant. 


In equity. On final hearing. Decree for complainant. 


Lane, V. C.: This is a final hearing upon a bill filed to re- 
strain the defendant from cutting prices on watches manufactured 
by complainant and sold at retail defendant. The bill is set out 
in detail in my conclusions on the motion to strike it out [ante, p. 
346]. The proofs now before me demonstrate that the allegations of 
the bill are well founded, that complainant has built up a large busi- 
ness as a manufacturer of watches sold under its name in conjunction 
with certain trade-names, such as Yankee Watch, The Dollar Watch, 
etc.; that at the time the bill was filed the Yankee Watch had been 
advertised by the complainant throughout the country to be sold 
to the consumer at $1.35, that the complainant has spent large sums 
of money in creating a good-will throughout the country for its 
product; that it is absolutely necessary as a part of the advertising 
and building up of the business that a definite fixed price should 
form a part of the advertising for each of the products; that all of 
the watches are sold subject to notice set forth in full in the con- 
clusions on motion to strike out the bill, which provides substantially 
that the watches must not be resold at less than the fixed retail 
price, without first removing the notice, the name, the trade-mark 
and guarantee, that the dealer might sell or otherwise dispose of the 
watches as he pleased after first removing the notices, etc., that 
upon the written request of any dealer complainant would repur- 
chase the watches if then merchantable at the rate specified in its 
schedule for the quantity in which he purchased, or if then damaged 
at such rate as should then be agreed upon, or complainant agreed 
to leave the dealer free after first removing the notice, etc., to sell 
or otherwise dispose of the watches without regard to the conditions; 
that unless complainant is permitted to sell watches under such 
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conditions its business cannot be successfully carried on, that it 
must either suspend business or organize throughout the country a 
selling force of its own, in which event the prices of the watches 
would be necessarily greatly increased; that the complainant has 
no monopoly, nor does it depend upon patent rights; that there 
are many manufacturers of watches of similar nature which are 
in direct competition to those manufactured by complainant; that 
complainant offers to manufacture watches similar to those manu- 
factured by it and having its trade-name affixed without any dis- 
tinguishing marks, which watches may be sold by purchasers with- 
out conditions; that the defendant having knowledge of the condi- 
tions purchased a number of watches manufactured by complainant 
from a jobber in New York with the preconceived purpose of 
placing them on sale at its retail department store in Newark at a 
cut price, about cost, so that the public might be induced to believe 
that, by reason of the offer of this standard priced article known to 
public at a cut price, all the goods offered in the store were similarly 
low priced; that as a matter of fact all the goods offered in the 
store were not similarly low priced, the defendant intending to make 
up on sales of other articles higher priced the losses which it would 
sustain by a sale of watches; that the effect of the act of defendant 
is to defraud the public. 

The affixing of the notice is justified under the provisions of a 
statute of this State, Laws of 1916, Chapter 107, which provides 
that it shall be unlawful for any merchant, firm or corporation to 
appropriate for his or their own use a name, brand, trade-mark, 
reputation or good-will of any maker in whose product such mer- 
chant, firm or corporation deals or to discriminate against the same 
by depreciating the value of such product in the public mind, or by 
misrepresentation as to value or quality, or by price inducement or 
by unfair discrimination to their buyers or in any manner whatso- 
ever, except in case where said goods do not carry any notice pro- 
hibiting such practice, and excepting in case of a receiver’s sale or 
a sale of a concern going out of business. 

It is insisted by defendant that the contract against price 
cutting evidenced by the notice is contrary to public policy and to 
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the Sherman and Clayton acts, and defendant relies upon the cases 
in the Supreme Court of the United States, the last of which is 
Boston Stores of Chicago v. American Graphophone Company et al., 
U. S. Supreme Court, Advance Opinion, April 1, 1918, page 354. 

On the motion to strike out the bill I contented myself with hold- 
ing that I was dealing with the public policy of the State and that 
the decisions in the Supreme Court of the United States were not 
controlling as the subject-matter of the legislation was within the 
police power of the State. Since the final hearing I have re- 
examined the cases in the Supreme Court, of the United States in 
the light of counsels’ briefs and have come to the conclusion that 
the restrictions upon the resale of the article would be valid at 
common law and their validity is not effected by either the Sherman 
or Clayton acts and that the Supreme Court of the United States 
has not yet dealt with the precise situation presented here. As 
Mr. Justice Hughes said Dr. Miles Medical Co. v. John D. Parks 
& Sons Co., 220 U. S. 373, at p. 406, 55 Lawyers Edition, 518, 
“With respect to contracts in restraint of trade, the earlier doctrine 
of the common law has been substantially modified in adaptation 
to modern conditions. But the public interest is still the first con- 
sideration. To sustain the restraint, it must be found to be reason- 
able both with respect to the public and to the parties, and that it is 
limited to what is fairly necessary in the circumstances of the par- 
ticular case, for the protection of the covenantee. Otherwise re- 
strains of trade are void as against public policy.” 

If the distinguished Justice meant that all restraint were void 
at common law I think he was mistaken, but be that as it may be, it 
is now well settled that restraints which are reasonable in the 
absence of a statute are valid; it is also well recognized that a person 
has a property interest in his trade-name and good-will, and will, 
even in the absence of statute, be protected against injury to that 
trade-name and good-will. This right has in this State been as 
above indicated recognized by statute. Since the opinion of the 
Supreme Court in the Standard Oil Company v. United States, 221 
U. S. 1, it has been recognized that the Sherman and Clayton acts 


must be construed in the light of reason. To say that Congress 
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intended to prohibit an act which had the effect of stimulating inter- 
state commerce and stimulating competition rather than putting a 
restraint upon either is I think to state an absurdity. The proofs 
before me demonstrate that if defendant and others are permitted to 
pursue their practice of price cutting the business of complainant 
will be ruined and thereby the volume of interstate trade be reduced, 
or a method of distribution will have to be adopted which will 
greatly increase the price to the consumer, which will necessarily 
result in reducing the volume of interstate traffic; that in either event 
competition will be effectively reduced. And to what useful pur- 
pose? So that retailers may make use of the trade-name and good- 
will established after extensive advertising to the extent that the 
public have associated with the articles a standard of value, to fool 
the public into a belief that because a standard priced article can 
be sold at a cut price all other goods sold are similarly low priced, 
in other words, to defraud the public. It is no answer to say that 
full value is given by the retailer for each article sold (if such be 
the fact). A person is defrauded if he buys an article for which he 
may have no immediate need at full price, because he is induced to 
believe it a bargain and thereby deprives himself of the use of 
money for other purposes for which he might have used it if he 
did not think he was getting a bargain. 

In the cases which have gone to the Supreme Court of the 
United States there have been involved questions of patent or 
copyright law not here present. In those cases in which the right 
to fix a resale price has been under consideration the prohibition 
against the resale has been against the resale of the article itself. 
The name or trade-mark or what not has been so much an integral 
part of the article as that a resale of the article without reference 
to the trade-mark or trade-name would be practically impossible. 
In the case at bar the prohibition is not against the resale of the 
article nor is it impracticable to resell the article without reference 
to the trade-name. Indeed complainant offers to manufacture 
watches similar to those marked with its trade-name without the 
trade-name. Complainant does not seek to retain any right in the 


article itself; it merely seeks to restrain the use of its trade-name and 























G2 
JI 


ROBERT H. INGERSOLL & BROTHER V. HAHNE & CoO. 


good-will, except under conditions fixed by it. It may permit the 
purchaser of the article to use its trade-name and good-will under 
such conditions as it sees fit. It has an interest in addition to that 
of mere protection to its trade-name and good-will, for it guarantees 
the article sold, and scrupulously performs its guarantee, maintain- 
ing a large and expensive repair department for this purpose. 

It seems to me that there is a clear distinction between those 
cases in which the nature of the restraint is such as necessarily 
to offset the resale of the article itself and the case at bar where 
the nature of the restraint is not such. 

I find the restraint reasonable both with respect to the public 
and to the parties and that it is limited to what is fairly necessary 
in the circumstances of the particular case for the protection of its 
covenantee; that it does not offend either the Sherman or the Clay- 
ton act; that to permit defendant to avoid the effect of the notice 
would be to permit an act which would tend to restrain interstate 
trade if the subject be one of interstate commerce and stifle com- 
petition and to defraud the public. I reiterate my agreement with 
the remarks of the Supreme Court of Washington in Fisher Flour 
Mill Co. v. Swanson, 76 Washington 649, 137 Pacific 144. 

In addition to what I said in my conclusions on the motion to 
strike the bill with respect to the validity of the legislation on which 
the notice is based as an exercise of the police powers of the State 
I refer to the so-called Child Labor cases, Hammer v. Dagenhart, 
Supreme Court of the United States Advance Opinions, July 1, 
1918, at page 660. In that case the Supreme Court held that Con- 
gress might not under its power to regulate interstate commerce 
legislate with respect to child labor, notwithstanding the fact that 
the permission of the use of child labor in one State might lead 
to unfair competition to manufacturers in other states and might 
have the effect of reducing the volume of interstate commerce, 
holding that the matter of regulation was one for the states. Simi- 
larly I think it clear that a State may in the exercise of its police 
power prevent fraud upon its citizens by the use of the trade-name 
or good-will of another even though that trade-name and good-will 
is attached to an article which prior to its being brought into this 
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State for distribution has been a subject of interstate commerce. 
In the case at bar it is proper to say that we are not left to con- 
jecture as to the purpose of the defendant or as to the effect of 
permitting defendant to continue its practice; both are plainly 
demonstrated by the record. 

On any appeal my conclusions on a motion to strike the bill 
are to be considered as a part of this opinion and printed therewith. 
I will advise a decree in accordance with this opinion. Settle 
decree on three days’ notice. 

Since writing the above I have come across the case of Reed v. 
Saslaff, New Jersey Supreme Court, 78 New Jersey Law 158. In 
that case the Supreme Court held valid a contract made between 
certain rolling chair proprietors in Atlantic City to maintain a 
fixed schedule of rates for service where it appeared that the 
schedule rates were exactly the same as the maximum rates fixed 
for such service by the ordinance of the city, and that the rates 
were reasonable, and it did not appear that the parties to the agree- 
ment had a monopoly of the business in that community. 

I think that the case has a distinct bearing upon that at bar. 
The fact that in the Reed case, the maximum rates were fixed by 
ordinance could have only entered into the consideration of the 
Court as indicating that the rates fixed by the contract were not 
excessive. 

I think that the Supreme Court held generally that an agree- 
ment to maintain rates where the rates are reasonable, and it does 
not appear that the parties to the agreement have a monopoly, is 
valid. And I think this also applies to prices. 
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PouisH Nationa Catuotic CHurcH oF THE Hoty MorTuHer or 


THE Rosary v. Diocese or BuFFALO, ET AL. 
(171 N. Y. Supp. 401) 


New York Supreme Court 


Erie Special Term, March 6, 1918 


1. Uwnrarr Competirion—Corporate NAMES. 

The right to relief by injunction against the use of a corporate 
name that will conflict with the name of an earlier corporation is not 
confined to business corporations, but extends as well to religious 
corporations. 

2. Uwnram Competition—Corporate Names—Pusuic Use. 

When a word has come into public use, as a part of the name of 
several religious corporations and as part of the vocabulary of worship, 
no one corporation can thereafter claim the right to its exclusive use 
as part of its corporate name. 

3. Unram Competition—ConFiictinc Corporate NAmMEs. 

The presence of the word “Rosary” in the names of two churches 
being otherwise dissimilar, is not, under the circumstances shown, a 
sufficient resemblance to deceive or confuse the public, or members of 
either corporation. 


ss 
In equity. On application for an injunction. Denied. 
Henry Adsit Bull, of Buffalo, for plaintiff. 
Kenefick, Cooke, Mitchell & Bass, of Buffalo (Daniel J. 
Kenefick, of Buffalo, of counsel), for defendants. 


Bissett, J.: The plaintiff, Polish National Catholic Church 
of the Holy Mother of the Rosary, seeks to obtain a permanent in- 
junction to prevent the use by the defendants, the Diocese of Buf- 
falo and Cesarius Krzyzan, of the name “Queen of the Most Holy 
Rosary” for a church erected by the defendant Diocese on Syca- 
more street in the city of Buffalo, of which church the defendant 
Cesarius Krzyzan is pastor, and which is situated near. the church 
owned and occupied by the plaintiff on the same street. The plain- 
tiff is a domestic religious corporation, organized in 1895 as an 
independent Polish church. While the services conducted by it are 
very similar to the services in the Roman Catholic Church, the or- 
ganization is in no way connected with that ecclesiastical body. 
The Diocese of Buffalo has jurisdiction over a large part of Western 
New York as a branch of the Roman Catholic Church. 
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The plaintiff contends that the name “Queen of the Most Holy 
Rosary” is objectionable, on the ground of similarity to “Holy 
Mother of the Rosary,’ which is a part of its corporate name, and 
that the defendants should not be allowed to use the word “Rosary” 
in connection with the name of their church. The plaintiff will 
be entitled to the relief asked for only in the event that it has 
established that the use of the name “Queen of the Most Holy 
Rosary” is calculated to and does actually deceive the public, as 
well as the members of the plaintiff’s organization, and that the 
plaintiff had a prior and private right to the use of the name 
“Rosary,” and has acquired such right by including that word in 
the corporate name of its church before the word was acquired by 
the public. 

There is no proof in the case that any member of either con- 
gregation has been deceived, or that any one has been induced to 
join the defendant’s congregation through a mistake, thinking that 
he was joining the plaintiff's congregation. No one has exhibited 
himself to the public as being a member of the plaintiff’s congre- 
gation, when in fact he was a member of the defendant’s congrega- 
gation. The entire case is destitute of any proof which in any way 
shows that any person has been misled or deceived in any material 
respect whatever. Such confusion as has been proved is of a trivial 
character and such as might happen in the delivery of mail or in 
personal transactions with telegraph and express companies any- 
where. 

There is no question but that the right to relief by injunction 
against the misuse of a corporate name has been extended from 
business corporations to benevolent and patriotic societies. The 
principles upon which it is so applied will also apply to an exten- 


sion to religious organizations. The principal case upon which the 
plaintiff relies, citing other leading cases upon this subject, is B. & 
P. Order of Elks v. Improved B. & P. Order of Elks, 205 N. Y. 
459,98 N. E. 756 [2 T. M. Rep. 360]. This action was brought by 
one corporation to enjoin another corporation from the use of a name 
which was calculated to, and actually did, deceive the public. The 
activities of the parties were general throughout the United States, 
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and not local, as in the case under consideration. The entire intent 
and purpose of the defendants in that case, it was apparent, was to 
deceive, not only the public at large, but also members of the plain- 
tiff organization, and the proof showed that such deception had 
actually occurred, in contradistinction to the situation found in the 
case under consideration. There is no such similarity in the names of 
the “Polish National Catholic Church of the Holy Mother of the 
Rosary” and the “Queen of the Most Holy Rosary,” based upon 
the use of the word ‘“‘Rosary” in both appellations, as to deceive 
or confuse the public, or the members of the plaintiff organization. 
Moreover, it appears that the devotion of the Rosary was instituted 
by St. Dominic in the year 1215, and for centuries has become and 
has been recognized as a devotion by the Roman Catholic Church 
throughout the world, and that in 1275 this devotion of the Rosary 
was made a part of the liturgy of the Roman Catholic Church by a 
decree of Pope Leo XIII, and in one of the church litanies the 
phrase “‘the Queen of the Most Holy Rosary” has been used for a 
long period of time. The word “Rosary,” to which the plaintiff 
claims to have a prior right, was thus used by the general public 
for a long period of time prior to the use of the word by the plain- 
tiff in its corporate name. It is therefore public property. 

It is a fundamental principle in patent and trade-mark and 
trade-name law that a plaintiff cannot obtain a patent, nor can he 
enjoin the production of a patented article, or the use of a trade- 
name or of a trade-mark, provided that patented article was in 
common use before the patent was given to the plaintiff, or pro- 
vided the trade-name or the trade-mark was in public use before that 
name or trade-mark was adopted by the plaintiff. In short, in 
all such cases the plaintiff, seeking to restrain the use of a specific 
name, fails if it can be shown that the patented article or the name 
of the trade-mark had become public property through public use; 
and, applying the analogy to the case under consideration, it is ap- 
parent that, inasmuch as the devotion of the Rosary was instituted 
by St. Dominic in the year 1215, and for centuries has been used 
as a form of devotion in the Roman Catholic Churches throughout 
the world, and during such time has been known as the devotion 
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of the Rosary, there has come to the public at large a right to that 
devotion, which is a public right, and which cannot be taken from 
the public by a private corporation or a private individual; and 
just as that right cannot be taken from the public neither can th: 
name of that devotion, to wit, the devotion of the “Rosary” be 
taken from the public, and a congregation of Roman Catholics can- 
not be denied the use of the name for a Roman Catholic Church 
anywhere. 

It appears that there is now in existence at Niagara Falls, 
which is in the Diocese of Buffalo, a church bearing the name “Our 
Lady of the Rosary,” and that, applied to other churches through- 
out New York state, the name “Rosary,” or “Holy Rosary,” occurs. 

The application of the plaintiff for an injunction is in all 
things denied, with costs. 


DECISIONS OF THE COMMISSIONER OF PATENTS 
What Constitutes a Trade-Mark 


Wuireneap, A. C.: A band of purple color printed in gold 
fastened diagonally across the chest of a doll is only a natural 
and convenient way of fastening the name or trade-mark to the 
doll and is not one to which any one has the exclusive right. No 
one has the right under the guise of registering a trade-mark to 
monopolize a mechanical means of carrying a label. 


Wuireneap, A. C.: The words “Perfumerie Theatrale,’ 
meaning “theatrical perfumery shop” and shown by the specimens 
to be the name under which the applicant is doing business, are 
not registrable as a trade-mark. The applicant cannot register the 
mere name of his business.” 


* Ex parte, E. I. Horsman & Co., 127 Ms. Dec. 277, July 9, 1918. 
* Ex parte, Maurice Levy, 127 Ms. Dec. 258, July 3, 1918. 
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DECISIONS OF THE COMMISSIONER OF PATENTS 


What is Use of a Trade-Mark 


Cray, A. C.: A shipment of a few boxes of goods without an 
order therefor, to certain customers and the sale thereof at a price 
one-tenth their actual value, made at a time when the party was 
not in a position to do business and followed by no further sales 
for two years, is not use of the trade-mark and does not lay a 
proper foundation for the filing of an application to register, nor 
does it create any trade-mark rights in the party so using the 


mark. 


Descriptive Terms 


Cray, A. C.: The word “Specialist” as a trade-mark for shoes 
is descriptive of the character or quality of the goods.* 


Newton, C.: The name “Wyron” for roofing materials, con- 
sisting of metal strips perforated at intervals for nailing and used 
to fasten flexible roofing sheets, is not descriptive. The fact that 
patents have been issued for holding roofing tiles down by means 
of wire does not make the term descriptive, for applicant’s goods 
are not wire.® 


Cray, A. C.: “Sure Shot” as a trade-mark for mechanical 
engine primers, is descriptive, conveying the idea that the engine 
is sure firing.* 


Newton, C.: The words “Best on Record” for flour, is 
descriptive, but having been in continuous use for ten years pre- 
ceding the passage of the act of February 20, 1905, they are 
registrable under that clause of the act.5 


Cray, A. C.: The words “DeLuxe” for articles of clothing, 
are descriptive, being used as a synonyms for “sumptuousness” and 
“luxuriousness.’” 


*Hudnut v. Phillips v. Mack, 128 Ms. Dec. 67, August 24, 1918. 
ae Ex parte, Franklin Simon & Co., Inc., 128 Ms. Dec. 81, August 24, 
g 8, 
* Ex parte, Standard Paint Co., 127 Ms. Dec. 374, July 19, 1918. 
* Ex parte, Kerosene Burning Carburetor Co., 128 Ms. Dec. 47. 
* Ex parte, Empire Milling Co., 128 Ms. Dec. 44, August 4, 1918. 
* Ex parte, Cohen, Goldberg & Co., 127 Ms. Dec. 324, July 18, 1918. 
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Cray, A.C.: The word “Parabal” as a trade-mark for rubber 
tank balls, is descriptive. It requires too much imagination to 
translate the word into the meaning of a ball made of para rubber.’ 


Newton, C.: The words “Ultra Bouquet” as a trade-mark for 
perfumeries is more suggestive than descriptive and is registrable. 
The word “Bouquet” means perfume or aroma only when applied 
to alcoholic liquors.” 


Wuireneap, A. C.: The words “Parfumerie Theatrale” as 
applied to face powders, hair dyes, rouge sticks and eye-brow 
pencils, is descriptive, indicating such preparations especially in- 
tended for use by members of the theatrical profession.* 


Newton, C.: The word “Nu-Way” for a garter clasp is not 
descriptive. The probability of any one wanting to use the word 
for descriptive purposes is so remote as to be reduced to practical 
nullity.* 

Cray, A. C.: The words “Silk Velvet” as a trade-mark for 
syrup is not descriptive. While on account of its well known 
smoothness, “Velvet” has become a slang term equivalent to 


, 


“smooth,” the word “smooth” is itself more or less fanciful as 
applied to syrup. A distinction must be drawn between marks 
which are descriptive and marks which are suggestive, both because 
it is to the interest of the public that trade-marks have a sufficient 
suggestiveness to enable one to remember them in connection with 
the particular goods and because of the reason for the inhibition 
against the registration of descriptive marks; that it would sequester 
and monopolize terms which others are likely to need for purposes 
of description, but others may enjoy a full and free use of the 


language without describing their syrup as “Silk Velvet.’® 


* Ex parte, Woodward-Wanger Co., 127 Ms. Dec. 285, July 10, 1918. 
* Ex parte, Mellier Co., 128 Ms. Dec. 65, August 22, 1918. 

* Ex parte, Maurice Levy, 127 Ms. Dec. 258, July 3, 1918. 

* Ex parte, Gabriel Abraham, 127 Ms. Dec. 273, July 8, 1918. 

*Ex parte, Atlas Speciality Co., 127 Ms. Dec. 261, July 3, 1918. 
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Conflicting Marks 


Cray, A. C.: The words “Silk Velvet” as a trade-mark for 
syrup do not conflict with the previous registration of the word 
“Velva” for the same goods. Assuming that the word “Velva” is 
intended to suggest velvet, the latter word is in common use as a 
trade-mark to suggest smoothness, as for chewing gum, butter, 
bread, machinery bearings, etc. In view of this extended usage, 
the word “Silk” will sufficiently distinguish one mark from the 


other.' 


Cray, A. C.: A trade-mark for non-intoxicating malt bever- 
age consisting of a black disk with radiating spiral lines surround- 
ing its edges and on its face the word “Pepo” and a rooster in white, 
the whole effect being that of a whirling pin-wheel, does not conflict 
with other registrations showing the picture of a rooster, the name 
“Game Cock” and the names “Pep,” “Pep-Tono” and “Pep-Kola.’”? 


Newton, C.: The word “Jackie” shown over the head of a 
sailor boy as a trade-mark for blouses, conflicts with the words 
“Jack Tar Togs” for similar goods. The names “Jackie” and 
“Jack Tar” have practically the same meaning and although they 
vary slightly in sound and appearance they are too nearly alike 
to allow the registration of one in view of the other, since the idea 
conveyed by the words is the same. Words that have the same 
meaning, though they may appear very different and sound very 
different, are held to infringe.® 

Cray, A. C.: The words “North Star” as a trade-mark for 
lubricating oil does not conflict with the representation of a star 
and the words “Extra Star.” It appears that the word and the 


picture of a star are extremely common in this trade.* 


Cray, A.C.: A trade-mark for lemons, consisting of the words 
“Hill Crest” and underneath the picture of a grove of fruit trees 
in a mountain landscape, does not conflict with a picture consisting 

* Ex parte, Atlas Speciality Co., 127 Ms. Dec. 261, July 3, 1918. 
* Ex parte, Cairo Brewing Co., 128 Ms. Dec. 97, September 5, 1918. 


’ Ex parte, Bloom & Millman, 127 Ms. Dec. 422, July 31, 1918. 
* Standard Oil Co. v. Crew Levick Co., 127 Ms. Dec. 353, July 18, 1918. 
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of a water view, including a boat and a sand beach, with a palm 
tree, all surrounded by two wide circular bands, on one of which is 
written “Hill Top Brand.’”* 


Cray, A. C.: A trade-mark for thread and yarn showing an 
eastern woman seated on the floor and showing a crude and unusual 
form of spinning wheel, is not deceptively similar to a previous 
registration showing a Puritan maid sitting on a stool operating th: 
conventional spinning wheel of that period. 

A picture of a spinning wheel is so common as a trade-mark 
for yarn as to remove all distinctiveness of the spinning wheel as 
such and to require the public to look for other distinguishing 
features.” 


Goods of the Same Descriptive Properties 


Cray, A. C.: A trade-mark for candy consisting of the words 
“Golden Crumbles” is anticipated by the use of the name “Krum- 
bles” on various food products, including breakfast foods; in view of 
proof and established custom of the first user to coat its breakfast 
foods with malt sugar and butter and thereby make them a con- 
fection. When the later user adopted the word “Crumbles” as a 
trade-mark for candy, it was bound to take notice that the mark 
had already been used by another for goods similar enough to candy 
to make it likely when the public found the mark on candy, it would 
suggest the candy to be made by the previous users of the word.* 


Cray, A. C.: An application to register a trade-mark for 
toilet water, face powder, almond cream, perfumery, etc., consist 
ing of the words “Palm Beach” and other features, was opposed by 
the owner of a similar trade-mark for soap and soap powders. 
On demurrer to the notice of opposition, held that applicant’s goods 
might easily be supposed to have the same origin as opposer’s soap 
with resulting confusion and injury to the opposer.‘ 


* Ex parte, Tustin Lemon Association, 127 Ms. Dec. 294, July 12, 1918. 

* Ex parte, Arcadia Mills, 127 Ms. Dec. 283, July 10, 1918. 

* Kellogg Toasted Corn Flake Co. v. Paul F. Beich Co., 127 Ms. Dec. 
425. 

*The Rub-No-More Co. v. American Brokerage Co., 128 Ms. Dec. 82, 
August 28, 1918. 
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DECISIONS OF THE COMMISSIONER OF PATENTS 


Geographical Terms 


Newton, C.: The name “Marengo” is best known as the name 
of a celebrated battle in which Napoleon defeated the Austrians, al- 
though it appears to be the name of small places in several American 
states. As a trade-mark for milk sugar, it hardly conveys the idea 
that the goods were made in the little towns bearing that name, but 
the ordinary purchaser would be more likely to connect the name 
with the battle of Marengo than give it any geographical significance. 
Held that the word is registrable.* 


Cray, A. C.: The words “Cashmere” as a trade-mark for oil 
used to lubricate wool fibres preparatory to spinning, is not a mere 
geographical term. It seems that the word is an anglicized spelling 
of the name “Kashmir,” a country in northern India. Whether the 
term is geographical or not depends in the last analysis on the 
question of whether the public would suppose that the term in- 
dicated the place from which the goods came. The only reason for 
the prohibition against the registration of geographical terms was 
that it would interfere with the rights of others who had an equal 
right with the applicant to say that their goods came from that 
place. Under the circumstances, the geographical significance of 
this word is not prominent. 


Proper Names 


Wuiteneap, A. C.: The name “Oliver” shown as consisting 
of a large letter “O” broken in four parts with the letters 
“L-I-V-E-R” arranged horizontally and vertically in the form of 
an acrostic as a trade-mark for tractors is shown in a distinctive 
form. This case differs from that decided by the Court of Appeals 
of the District of Columbia, wherein an application was made for 
the registration of the same mark with the addition of the words 
“The Wm. J.” above the design (3 T. M. Rep. 288). In that case, 
the addition of the Christian name “Wm. J.” at once suggested a 
proper name and moreover, the mark there applied for was used in 


* Ex parte, National Milk Sugar Co., 128 Ms. Dec. 60, August 21, 1918. 
* Ex parte, Crew Levick Company, 127 Ms. Dec. 295, July 12, 1918. 
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connection with the name of the company, “The Wm. J. Oliver Mfg. 
Co.” The omission of these features in the present application 
sufficiently distinguishes it from the case decided.* 


Opposition—Pleading 


Cray, A. C.: When a notice of opposition was filed by a cor- 
poration unverified, an amendment should be allowed, to supply 
the defective verification. A defective verification does not go to 
the merits or to the jurisdiction.’ 

Newton, C.: When a notice of opposition alleges that use 
of the trade-mark applied for has resulted in confusion in the trade, 
the opposer cannot be compelled to amend the notice of opposition 
to state whether the use referred to is used by the applicant or 
some other party. If the opposer can show that use of the mark 


on goods, no matter who used it, has caused confusion, then the 
application should not be allowed.* 


1 Ex parte, The Oliver Tractor Co., 127 Ms. Dec. 275, July 9, 1918. 


2 J. C. Blair Co. v. Eastern Tablet Co., 128 Ms. Dec. 64, August 22, 1918. 
*The Prest-O-Lite Company, Inc. v. Standard Glass Specialty Co., 128 
Ms. Dec. 42, August 14, 1918. 
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DON’T Parents Essentiat: It has been placed on the priority 
WASTE list only on the express condition that all wastes be 
PAPER eliminated and every economy be practiced. In doing 


this the government will use its best efforts to provide 
sufficient paper for strictly needful purposes but nothing 
more. Every distributer, converter or user of paper is 
hereby notified that the continuance of his supply is de- 
pendent strictly upon his observance of the rulings of 
the War Industries Board, one of which is that paper 
must not be wasted. Failure to comply with this re- 
quirement will lead to the withdrawal of any or all 
priority privileges, without which the supply cannot be 
maintained. 


SEVEN REASONS WHY PAPER MUST NOT BE WASTED 
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The government’s requirements for all kinds of paper are in- 
creasing rapidly and must be supplied. 

Paper requires a large amount of fuel which is essential for 
war purposes. A pound of paper wasted represents from 
one to three pounds of coal wasted. 

Paper contains valuable chemicals necessary for. war purposes. 
Economy in the use of paper will release a large quantity of 
these materials for making ammunition or poisonous gases. 

Paper making requires both labor and capital, both of which are 
needed in war service. 

Paper making requires transportation space. Economy in the 
use of paper will release thousands of freight cars for war 
purposes. 

Greater care in the purchase and use of paper will save money. 
Your savings will help finance the war. 

Strictest economy in the use of paper will prevent shortage. 

Use half sheets for short letters. 

Use a rubber stamp “Don’r Waste Parer” to mark all your 
correspondence. 

WAR INDUSTRIES BOARD, 

B. M. Barucn, Chairman, 
By E. O. Mercuanr. 





